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“AN A TO REVISE MINIMUM PRICEwe

A BILL FOR/AN ACT ENTITL

FIXING OF MILXK AT THE WHOLESALE AND RETAIL LEVEL SO A5 7D
PROHIBIT SALE DOF MILX AS A LDSS LEADER IN MARKETSs TO
ESTABLISH MAXIMUM PRICE FIXING OF MILK AT THE WHOLESALE AND
REYAIL LEVELs TO ELIMINATE PRICE FIXING FIR THE JOBBING OF
MILXs AND TO REQUIRE LICENSING OF MILK RETAILERS; AMENDING
SECTIONS 27-406s 27-40Ty 27-408e 27-609s 27-410s AND 27-414,

ReCoMa 1947."

B8E 1T ENACTED B8Y THE LEGISLATURE OF THE STATE OF NONTANA:

Section l. Section 27-40&s ReCeMs 1947y is amended to
read as follows:

"27-406s Marketse (1) Pursuant to the declaration of
policy relating to milk set forth in section 27-401s the
department shall designate natural marketing areas which
shall together embrace all the gecgraphical area of the
state and shall enforce minimum producery and maximoym
wholesaley and retail prices established for those areas by
the boarde

§2) Natural marketing areas shall be estadlished
throughout the state by the departments defore a pronosed

natural marxketing area is establis¥ dy "™ “gsartoawt . 2fie
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notice of at least thirty-+30¥ dayss shall hold a hearing or
hearingss at a place or places Wwithin the proposed 2reas at
which oroducers and distributors doing business within the
proposed natural marketing areay who are licensed by the
department of livezstocky and the consuming public may
present evidence and testify- If the hearing or hearings
mak2 it evident to the d2partment that the estadblishment of
the proposed natural marketing 3area is in the opublic
interesty the department shall establish tne natural
marketing arcas

{3} The department may from time to time agjust the
boundaries of natural marketing areasy if after a hearing
upon notice of at least thirty—430% days to all interasted
parties it finds the adjustment to be in the public
interaste®

Section 2« Section 27-407y ReleMs 1947+ is amended to
raad as follows:

m2T1-407. Establishment of wminimum gnd maximym prices
and _profit levele. (1) Tne bosrd shall fix minimum producery
and _maximum wholesalar, jebbery and retail prices for -lass
1 milks and minimum producer prices only for claess Il  and
cliass III mitk in all areas of the states 2y adopting sules
in a mannar prescribed Sy the Montanas Administrative
Procedure Acte Th2 cost of processing and deljvering milk

shell  oe  established by _the boarg by surveying _ all

HETLE
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processing plant and_ retailer costs and calculating a
weighted average cost of doing businesse The board siall
moy be sol)d .t wholesalie or retajls §n order to prevent the
sale of wilk 3as a 1pss_leader in marketss '

(2} The board shall establish such prices by means of
flexible formulas and cost studies which shall be devisa2d so
that they bring about such automatic changes in all wminimum
maxjmym prices as are justified on the basis of changas in
production costs and supplys processings and distribution
costss and retailing costse

{3} The board shall consider the balance between
production and consumption of milky the costs of production
and distrioutions and prices in adjacent and neighboring
areas and statesy so that mintmum prices which are fair and
equitable to producerss distributorssy jobb=rsy retailarss
and consumers m3y resulte

{4) The board shalls when publishing notice of
proposed rule making under authority of this sections set
forth the specific factors which shall be taken into
consideration in establishing the formulas and in particular
in determining costs of production and distribution and of
the actual dollars and cents costs of production and
distribution which pr2liminary studies and investigations of

auditors or accountants in its employment indicate will or
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should be shown at the hearings so that all interested
parties will have opportunity to be heard and to guestion or
rebut such considerations as a matter of recorde

{5) Such specific factors may includey but shall not
be limited toy the following items:

{a) Eurrent cyrrent and prospective supplies of milk
in relation to current and prospective demands for such milk
for all purposes;

{b} ¥he the ability and willingness of consumers to
purchases which shall include among other thingsy per capita
disposable income statisticse consumer price indicess and
wholesale price indicesj

{c) *Fhe tphe cost factors in producing milky which
shall include among other tnings the prices paid by farmers
generally (as wused in parity calculations of the United
States Bepertment department of Agrico¥ture agriculture)s
prices paid by farmers for dairy feed in particulars and
farm wage rates in this state;

(dy Fhe the alternative opportunitiesy both farm and
nonfarme open to milk producerss which shall includey among
other thingss prices received by farmers for all products
other than milks prices reczeived by farmers for beef cattles

and the percentage of unemployment in the state and nation

" as determined by appropriate state and federal agencies;

{e) Fhe the prices of butter—nonfat butters noanfat dry

—f—
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milks and cheese;

{f) Fhe the cost factors in distributing milke which
shall include among other things the prices paid by
distributors for equipment of 3all types required to process
and market miltk and prevailing wage rates ién this state;

t9)-—-Fhe——cost-—-factors—-ra——jobbing——milky-which—-shalt
Fnetude—among-other—-things-ran—product-and—ingredient-costssy
earton—-er—other-packaging-ecsty--processing -cost-—and-—that
nart——of-—-general--adainistrotive——costs——of-—-the-—suppltytnyg
di stributor—-which-mdy-properiy-be—-atioented—to—the-——handling
of-—~mitk-to-the-poirnt-st—which-such-aitk~is-at—the—Suppying
distributorts—docky-——equipaent—of-—-ali—-types——réquired——to
market-at te-and-prevailtng-wage-rates-in-the-state

thi{g) Fhe the needs if anys for frzight or
transportation charges to be deducted by distributors from
producer prices for bulk miltk;

t++¥{h) % g reasonable return on necessary investment
to 311 ordinarilty efficient and economical milk dealerse.

{6) 1If the board at any time proposes to base all or
any part of any official order establishing or revising any
milk pricing formulas upon facts within its own knowladges
as distinguished from evidence which may be presanted to it
by the consuming public or the milk industrys the opoard
shalls when publishing notice of proposed rule making under

authority of this sections cause notice to be given to the
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consuming pubtic and the milk industry of the specific facts
within its own knowledge which it will considers so that all
interested parties will have opportunity to be heard and to
question or rebut such facts as a matter of recorda.

(7) The boards after consideration of the ewvidence
produceds shall make written findings and conclusions and
shall fix by official role:

(a) Fhe Lfhe formula whereby minimum producer prices
for milk in classes Iy IIsy and ITF shall be computeds;

{b) Fhe the formula whereby minisum maximues wholesale
prices for ailtk in class I shall be computedsi 3nd

tey-—Fhe—formuta—whereby-mininus—jobber-firices—for-mith
rn~ciass—i-shali-be-computeds

td3{c) Fhe the formula whereby minireum paximum retail
prices for milk in class I shall be computeds

{8) This section shall not be construed as requiring
the board to promulgate any specific number of formulasy but
shall b? construed liberally so that the board may adopt any
reasonable method of exprassion to accoaplish the osbjective
set forth in {J1(a)s (I)(b)e te}vy—eond-tdy—abovews and (I}{c)
aboves If the evidence presented to the board at any public
hearing for the establishment or revision of milk pricinyg
formulas is found by the board to require the establishment
of soparate and varying wholesale prices for any particular

usesy the beard snall designate the reasons therefor and

-
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establish such separate formulas.

(?) Each rule establishing or revising any milk
pricing formulas shall classify milk by formss classess
gradesy ©OFf uses as the board may deem advisable and shall
specify the minimum Oor maxjimuym prices theref;r.

{10} The milk produced in one natural marketing area
and sold in another matural marketing area shall be paid for
by a distributor or dealer in accordance with the pricing
order of the area where produced at the price therein
specified of the class oF use in which it is ultisately used
or solde

{11} No allowance for freighty other than freight for
transportation of milk from the farw to planty shall be
charged to a producer by a distributor or dealer unless it
is found and ordered by the boardes after notice and hearing
in the aannar hereinbefore specifiede that such an
additional freight allowance is necessary to permit the
movement of milk in the pubtic interests

{12) A1l milk purchased within a natural marketing area
by a distributor shall be purchased on a uniform basis. The
basis to be used shall be established by the board after the
producers and the distributors of the area have been
consul ted.

{13) The board wmay amend any official rule in the same

manner provided herein for the original establishment of

.
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LIRS

milk pricing formulas; provideds furtheres the board may in
its discretiony when it determines the need existsy notice
and hold state-wide siatewide public hearings affecting
establishment or revision of milk pricing Formulas in all
market areas of the state.

{(14) Unon petition of a distributor or a majority of
his producerss the board shall hold a hearing to receive and
consider evidence regarding the advisability and need for a
base or quota plan as a method of payment by that
distributor of producer prices; and if the board finds that
the evidence adduced at such hearing warrants the
establishment of a base or quota plans the board shall
proceed by official order to establish the samee.

(i5) Upon the board's _own wotion of upon petition by
any producers producer—distributors or distributor in any
marketing areas the board shall hold a hearing to receive
and consider evidence regarding the advisability and need
for an area-wide gareawide or stete-wide statewide pooling
arrangement as a wmethod of payment of oroducer pricess
provided that at such hearing the board shall among other
things specifically receive and consider evidence concerning
production and marketing practices which have historically

prevailed in the area concerned or state-wide statewidgs as

" the case may bets and-—if Jf the board finds that the

evidence adduced at such hearing warrants the establishment

—g~
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of such an sarea—-wide argawide or stete-wide statowide
pooling arrangements the board shall proceed by official
order to establish the samev—but-suvch-officiat——order—-shatd
pe——of--no—Fforce-—-or——ef fect--untit—~+t——is——approved——in—a
referendum—conducted-—bhy-the-bonrd-anong-anffected--prodocersy
producer—disteihutorsy—and-distribdbutors.

{16) The requirements hereinabove set forth concerning
notices of hearings for the establishment of milk pricing
formulas sha2ll apply to any hearings regarding base or quota
plans or sres-wide a;gjning or state-wide statewide pooling
arrangementsy of abandonment thereof.™

Section 3. Section 27-408s Rel.M. 1947y is amended to
read as follows:

"27-408. Licenses to producersy producer-distributorsse
distributorss eand jobbersy and refailers. In any markets
where the provisions of this chapter applys it is unlawful
for a producers producer—distributorsy distributory or
jobbers _or retailer to produces transports processs StoTes
handles distributes buys or sell milk unless the dealer is
properly licensed as——provided——by —this-—chapter. It is
unlawful for a person to buye sells handley processs or
distribute milk which he knows or has reason to believe has
been previously dealt with or handled in violation of any
provision of this chapters The department may decline to

grant a licenses or may suspend or rewvoke a license already
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granteds upon due cause and after hearings.®

Section 4e Section 27-409y ReCeMa 1947y is amended to
reaad as follows:

u27-409. Licenses -—— disposition of incomee. (L) A
preducers producer—distributores distributory or jobbers _or
retailer wmay not engage in the business of produciag or
selling milk subject to this chapter in this state without
first having obtained a 1license from the department of
livestock ors in the case of milk entering this state from
another state or foreign nationy without complying with the
requirements of the HMontana Foods Drug and Cosmetic Acts and
without being licensed under this chapter by the departmenta.
Fhe-amua¥—fes—for—the-—ticense—fron-the-department-——is——two
dottars——{$2)rvy-——and——is——due——pefore-—July-tvy—snd——shail-be
deposited-by-the-department—to—the——eredit--of--the-—jgeneret
fund There shall .be no fee for the licednses which will be
issued upon receist of a properly executed application and
Lhe board or until the Jusiness moves to 3 new _locgtion or
goes out of business.

{2) #n--nddit+ton——to--the-annuasi-i+cense—feey——the The
department shally in each years before April ls for the
purpose of securing funds +to administer and enforce this
chaptary levy an assessmant upon producersy

producer—distributorse and distributors as foll~ws:

~-i0-
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{a % a3 .fee per hundredweight on the total volume of
all milk subject to this act produced and sold by a
producer—distributore}

{b) & a fee per hundredweight on the total volume of
all milk subject to this act sold by a producérti_ang

(c} +* g fee per hundredweight on the total volume of
all - milk subject to this act s0ld by a distributors
excepting that which is sold to another distributor.

{3) The department shall adopt rules fixing the amount
of each fee. The amounts may not exceed levels sufficient
to provide for the administration of this acte The fee
assessed on a producer or on a distributor may not be wmore
than one—half 172y the fee assessed on a
producer-distributoras

{4) The assessment upon producer—-distributorsy
producerss and distrioutors shall be paid quarteriy bafore
January 15+ April 15s July 15, and October 15+ of each year.
The amount of the assessment shall be computed by applying
the fee designated by the department to the volume of mitk
sold in the preceding calendar quarters

{5) Failure of a producery producer-distributory or
distributor to pay an assessment when due is a wioclation of
this chapter and his license under-——this———chapter
automatically terminates and is voide A license so

terminated shall be reinstated by the department uvpon
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payment of a delinquency fee equal to thirty—per-cent—{3023}
of the assessment which was duee

{6} A1} assessments required py this chapter shall be
deposited by the department in the earmarked revenue fund.
A1l costs of administering this chaptersy including the
salaries of employees and assistantss per diem and expenses
of board memberss and all other disbursements necessary to
carry out the purpose of this chaptery shall be paid ocut of
control board moneys in that fund.

(7) The department mayy if it finds the costs of
administering and enforcing this chapter can be derived from
Tower ratese amend its rules to fix the rates at a less
amount on or before the first day of April in any year."

Section Se Section 27-410s R.C.M. 1947» is amended to
read as follows:

*"27-410« Application for 1licenses. An applicant for
license to operate as a producers producer—distributors
distributors or jobbers gor__retailgr shall file a signed
application upon a blank prepared wunder authority of the
departmenty and an applicant shall state facts concerning
his circumstances and the nature of the business to be
conducted which in the opinion of the department are
necessary for the administration of this chapters The
application shall certify the applticant to be the holder of

alt licenses required by the department of 1livestock for

~-172-
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the conduct of his business ore in the case of milk entaring
this state from another state or for=2ign nationy compliance
with the requirements of the Montana Foods Drug and Cosmetic
Acts Fhe—appliestion—shali<he-sccompanied——by——the—-iicense
fee-required-to—be-pairda™

Section 6« Section 2T-414s ReLeM. 1947y is amendad to
read as follows:

m27-41l4« Rules of fair trade practices. The department
may adopt reasonablte rules governing fair trade practices
as they pertain to the transaction of business among
licensees under this chapter and among licensees and the
general publice Those rules shall containy but are not
limited tor provisions prohibiting the following methods of
doing business which are unfairs unlawful, and not in the
public interest:

(1) Fme . the paymente 3allowances or acceptance of
secret rebatess secret refundses or unearned discounts by a
persony whether in the form of money or otherwisesj

(2} Fhe the giving of wmilks creames dgairy productss
servicess or articles of any kinde except to bona fide
charitiess for the purpose of securing or retaining the
fluid milk or fluid cream business of a customerwj

{3) Fre the extensicon to certain customers of special
prices or services not available to 2all customers who

purchase milk of Vlike quantity under tike terms and

—-13-
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conditionswi

{4) Fhe the purchasings praocessings bottlings
packagings transportings deliverings or otherwise handling
in any marketing area of ailk which is to be or is sold or
otherwise disposed of at less than the-minisum—wholesale—and
siniman-—-retsil--prices the cost of doing business _as
estdblished by the board plus & miniwum profits established
by the boards to prohibit fhe sale of milk as a Yoss leader
in_ony markets

{5} ¥he the payment of a price lower than the
applicable producer prices established by the boards by a
distributor to a producer for milk which is distributed to
any persons including agencies of the federals states or
local government.™

-End-
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STATE OF MONTANA
REQUEST NO. ___176—77

FISCAL NOTE
Form BD-15

in compliance with a written request recaived .._January 26 , 19 77 , there is hereby submitted a Fiscal Note
for House Bill 322

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPQOSED LEGISLATION:

House Bill 322 is an act to revise minimum price fixing of milk at the wholesale and retail level so as to prohibit the sale
of milk as a loss leader in markets, to establish maximum price fixing of milk at the wholesale and retail level, to eliminate
price fixing for the jobbing of milk, and to require licensing of milk retailers.

ASSUMPTIONS:

1. The milk control board will establish the cost of processing and delivering milk by surveying all processing plant and
retailer costs and calculating a weighted average cost of doing business.

2. At a minimum, it will be necessary to survey costs on a quarterly basis in order to update the weighted average cost.

3. Because of the voluminous nature of cost data at the processing and retail level, it will be necessary to physically audit
cost data to insure accuracy. '

4. The compilation of cost data will act as a means of evaluating the mathematical pricing formula variables,

5. There will be a requirement for additional hearings under this act.

6. Deletion of the provision for a $2 license fee provided in Section 27—409 will have a minimal fiscal effect.

FISCAL [IMPACT:

FYy 78 FY 79
Personal services $14,602 $15,624 )
Operating expenses 9,100 8,250 d
Increased expenditure under proposed law $23,702 $23.874

BUDGET DIRECTOR dﬁ
Office of Budget and Program Planning

Date: .. L= *2-27
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